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Kingsburg City Council Agenda

05/05/2021
6.3  Proposed Capital Improvement Projects for FY2021-2022- Staff Report by City Manager
Alexander Henderson.
Sponsor: City Manager’s Office
Possible Action(s):
a. Presentation by City Manager Alexander Henderson
b. Council Discussion
C. Action as Deemed Necessary
6.4  CalPERS Discussion- Staff Report by City Manager Alexander Henderson.
Sponsor: City Manager’s Office
Possible Action(s):
a. Presentation by City Manager Alexander Henderson
b. Council Discussion
C. Informational- No Action Necessary
7. Council Reports and Staff Communications
7.1  Community Services Commission
7.2 Public Safety Committee
7.3 Chamber of Commerce
7.4 Economic Development
7.5  Finance Committee
7.6 Planning Commission
7.7 South Kings Groundwater Sustainability Agency Joint Powers Authority (SKGSA)
7.8 Downtown Business Improvement District
7.9  Council of Governments
7.10 Council Member Reports
7.11  City Manager’s Report
8. Future Agenda Items:
8.1 Council Recognition and Proclamation of the month of June as LGBTQ+ Pride Month in the

City of Kingsburg.
Sponsor: Council Member Hurtado

0. Adjourn Regular Kingsburg City Council Meeting.

Any writings or documents provided to a majority of the City Council regarding any item on this agenda will be
made available for public inspection at City Hall, in the City Clerk’s office, during normal business hours. In
addition, such writings and documents may be posted on the City’s website at www.cityofkingsburg-ca.gov.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this
meeting, please contact the office of the City Clerk (559) 897-6520. Notification 48 hours prior to a meeting
will enable the City to make reasonable arrangements to ensure accessibility to that meeting [28 CFR 35
.102.35.104 ADA Title 11].

I hereby certify, under penalty of perjury under the laws of the State of California that the foregoing Agenda
was posted at the front entrance of City Hall not less than 72 hours prior to the meeting. Dated this 30" day of

April 2021.

Abigail Palsgaard, City Clerk


http://www.cityofkingsburg-ca.gov/






















































































































































































































Step 7:

As with the measurement of project impacts in Step 5, placing projects in priority groupings
relies on the judgment of staff, and is not a completely objective process. The criteria used
are not subject to precise measurement. This judgment is not arbitrary and is done within
the context of the plans, policies and the goals of the organization.

Prepare and Adopt the CIP

In Step 2 of the process, broad criteria are established to help staff plan capital
improvement projects. As the process continues, and increasingly detailed information
emerges, projects may be added, altered, or abandoned. Eventually, staff arrives at a final
list of projects that is submitted to the residents and Council for review. Acceptance is not a
commitment to finance the approved projects. Ultimately, approval of the final budget is
the policy action that allocates funding to the capital improvement plan.
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INVESTMENT




Pension Funding

Facts at a Glance for Fiscal Year 2019-20
Investment & Pension Funding » 3

Funded Status of Retirement Plans by
Member Category

State School PA Total
2018-19 70.0% * 68.5%*  70.8%* 70.2%*
2017-18 69.5% * 68.6%* 70.4%* 69.8%"
2016-17 65.8% * 687%* 69.5%* 68.0%"
2015-16 62.3% 67.8% 66.2% 68.3%
2014415 69.4% 77.5% 74.5% 731%
2013-14 72.1% 820% 779% 76.3%
2012-13 66.1% 76.2% 70.5% 69.8%
20M-12 66.1% 75.4% 70.1% 69.6%

* Based on a 70% discount rate and includes the terminated agency pool
and 1959 survivor benefit plan.

Contributions, 10-Year Review (in thousands)
Employer Member Investment
Contributions Contributions & Other Income
2019-20  $22,039,561 $4,901,000 $18,516,994
2018-19 $15,612,678 $4,664,618 $22969,664
2017-18 $19917,796* $4,415129 $27,448,098
2016-17 $12,329,837 $4,214,578 $32977020
2015-16 10,892,489 4,015,754 1,548,442
201415 9,997,705 3,826,072 6,702,997
2013-14 8,777,602 3,775,038 45,598,044
2012-13 8,123,833 3,897,078 30,291,983
20M-12 7772913 3,598,437 (196,014
2010-11 7,465,397 3,600,089 43907436

* Amount includes an additional $6 biflion dolfar coniribution by the state.

Funded Status Total PERF

10.2% 10.6%

2018-19* 2019-20**

* The PERF is the Public Employees’ Retirement Fund.
This percentage includes the terminated agency pool
and the 1959 survivor benefit plan. Percentage based
on a 7.0% discount rate.

** This estimate percentage does not include the
terminated agency pool and the 1959 survivor benefit
plan. Percetange based on a 7.0% discount rate.

Total Employer Contributions

School districts and
E Charter Schools
$2.9 billion /13%

§22bil

State of California
$9.8 billion / 44%

Public agencies
$9.3 billion / 43%

Shared Responsibility
Every dollar paid to CalPERS retirees comes

from three sources™:

— Isnsvsstment earnings

32¢

,4 CalPERS members

13¢

s] CalPERS employers

* Income over the last 20 years.

FUNDING
LEVELS - BY
PLANTYPE

7%
DISCOUNT
RATE




PERS Activity

- Financial crisis saw CalPERS lose about 25% of assets.

- In 10-11: CalPERS needed an extra $600 million from state taxpayers to help it cope
with its losses from 2008.

- Dec 2016 - CalPERS board lowers discount rate to 7.0%, phased in over 3 years

How Did We Get Here?

- Investment losses

- CalPERS Contribution Policy
- Enhanced Benefits

- Demographics




City CalPERS Pension
Plans

The City maintains six pensions plans for its
employees

- Classic Miscellaneous Employees
Classic Police Safety Employees
Classic Fire Safety Employees
PEPRA Miscellaneous Employees
PEPRA Safety Police Employees
PEPRA Safety Fire Employees




Pension Reform

- CA Public Employee’s Pension Reform (PEPRA) approved in 2012, into
effect 1/1/13
- Reduced benefits for new members (non-safety): 2% @ 62

- Created new maximum benefit for safety
- Capped annual salary that can be used ($136,440)
- Required employees to share equally in cost
Disallowed Employer-Paid Member Contributions
Required Three-Year Final Compensation
Placed restrictions on retirees returning to work for CalPERS agency




Employer Contributions

» Normal Cost
» The contribution for current accrual of benefits.

» Unfunded Actuarial Liability (UAL)
» Market value of plan assets is less than the present value of accrued
benefits (i.e. liability).

Normal Cost UAL Amortization Payment
(% of Payroll) ($ Amount)

Total Contribution




6/30/16 Valuation

Miscellaneous

Police

Fire

@ Actuarial
Accrued Liability

e Active
e Retiree

e [nactive
e Total

$ 2,900,000
5.500.000
800.000
9.200.000

$ 1,600,000
4,000,000
2.800.000
8.400.000

$ 2,000,000
1,000,000
700.000
3.700.000

$6.500,000
10,500,000

4.300.000
21,300,000

M Market Asset
Value

6,700,000

5,300,000

2,300,000

14,300,000

'l (Unfunded
Liability)

(2,500,000)

(3.100,000)

(1,400,000)

($7,000,000)




LIABILITY AND CONTRIBUTION SUMMARY

Discount Rate Reduced from 7.5% to 7% over 3 Years
($000s)

17718 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 2728 2829

Total ~=Normal Cost =ss{AL Payment w===EE Cost Sharing




Recent Kingsburg Contributions — UAL Only

Plan
Miscellaneous
Pepra Misc.

Safety Fire

Pepra Safety Fire
Safety Police
Pepra Safety Police
Total

FY 17/18

Lump Sum
S 136,910.00
83.00
86,739.00
162.00
204,010.00
182.00

FY 18/19
Lump Sum

S 166,048.00 S

FY 19/20
Lump Sum

264.00
96,516.00
399.00
228,854.00
689.00

3,583.00
107,928.00
4,877.00
257,289.00
5,542.00

FY 20/21
Lump Sum

197,237.00 $

209,389.00
5,100.00
108,447.00
4,314.00
270,202.00
9,097.00

FY 21/22
Lump Sum

s

238,928.00
5,385.00
119,505.00
4,621.00
298,696.00
9,731.00

428,086.00 S

492,770.00 S

15.11%

64,684.00 S

576,456.00
16.98%

148,370.00

$

S

606,549.00
5.22%

178,463.00

$

S

676,866.00
11.59%
58.11%

248,780.00 S

640,297.00



What Have We Done

July, 2018 - Council approves ‘waterfall’ of surplus funding to
designated accounts:

CalPERS Unfunded Accrued Liability (UAL) Fund (70%)

- Fund will be used to help pay down existing pension
liability. Council can decide to use the fund to help
stabilize future budgets, provide additional payments to
lower long-term liability, or to investin a 115 Trust.

Economic Stabilization Fund (15%)

- Fund will be used to help stabilize future budgets in the
instance of lower than anticipated revenues (including
more volatile revenues: sales tax, transient occupancy,
and building related fees). Use of the funds would only
be with the approval of Council.

Equipment Reserve Fund (15%)

- Fund to be used as a ‘drop account’ to help fund larger
capital equipment items or to provided needed capital
during revenue shortfall years. This will help avoid the
deferral of capital items which then requires significant
‘catch-up’ years.




What Have We Done?

Employee Contributions (Normal Costs):

1. Implemented Pension Reform: All PEPRA Employees are required to pay 50% of their normal cost per law.

2. Police CLASSIC members are currently paying 12% of their contribution. This is the highest allowed amount without
additional concessions through future negotiations. Safety Police normal cost for FY22 is 29.63% of payroll, meaning
employees pay ~40% of normal contribution rate (city picks up 60%).

Fire CLASSIC members are currently paying 12% of their contribution. This is the highest allowed amount without
additional concessions through future negotiations. Safety Police normal cost for FY22 is 29.63% of payroll, meaning
employees pay ~40% of normal contribution rate (city picks up 60%).

Misc. CLASSIC members contribute ~7% of normal cost rate (total percentage of payroll is ~17.25%); equates to ~40%
of normal contribution rate (city picks up 60%).

Made Additional Discretionary Payment (ADP) for UAL of $850,000 in Oct. 2019.
- Payment was made from UAL waterfall account.
- Payment was made to three highest outstanding UAL (Classic Misc., Fire and Police Funds)

- ADP provides estimated interest savings totaling $1,229,733 (~44% ROI), or approximately 17.5% of our outstanding UAL.




What Else Can We D0o?

CalPERS Options (ALL UAL)
- Fresh Start over a reduced period
- Additional Discretionary Payment on an ad hoc basis (ADP)
- Section 115 Trust




Employers Taking Charge

Accelerated Funding - Fresh Start

- Fresh Start
- Must pay off bases faster than existing schedule

- Creates new higher Minimum UAL payment
- Significant long-term savings
- Inflexible

* Like refinancing your home mortgage from a 30-year to a 15-year.




Employers Taking Charge

Accelerated Funding - Section 115 Trust - Pension Prefunding
Trust Considerations

Trust Prefunding Purpose
(Type of Trust)

Source of Benefit Payments

Employer Contributions

Probable Duration of
Invested Assets

Assets Reimbursable for Valid
Expenses

Assets Offset GASB 68
Liabilities

Benefit
(PERF)

Yes

Mandatory

Longer

No

Contributions
(115 Trust)

No

Voluntary

Likely Shorter
Yes

No




Employers Taking Charge

Accelerated Funding - Additional Discretionary Payment (ADP)

- Ad Hoc Basis (ADP)
- Short-term savings: Apply ADP to base with shortest remaining period

- Long-term savings: Apply ADP to base with longest remaining period
- Flexible




Employers Taking Charge

Accelerated Funding - Section 115 Trust - Pension Prefunding Tools

Potential Benefit Fresh-Start 115 Trust

Immediate increase in valuation report funded status

/decrease in UAL No No

Immediate reduction in Net Pension Liability for

financial reporting No No

Long-term interest savings

Can be used to reduce contribution volatility

Potential source of required CalPERS contributions
during budget shortfalls

Can be used to increase or decrease overall
investment volatility of pension assets




CalPERS UAL Fund (70%) $ 2,068,999

Economic Stabilization Fund

(25%) $ 617,870

Equipment Reserve (15%) $ 438,500
Total Committed $ 3,125,369

*NOTE: THESE ARE AUDITED FY20 BALANCES THAT DO NOT INCLUDE FY21 EXPENDITURES

WATERFALL FUND BALANCES




Next Steps...

- Await Updated June 30, 2020 Actuarial Documents (Aug. 2021).

- Address Normal Costs through upcoming labor negotiations (additional
employee contribution)

- Continue to monitor CalPERS returns for options moving forward.
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